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IBRD Loan in Italy 


The International Bank for Reconstruction and De- 
velopment, with the participation of more than 20 finan- 
cial institutions in Germany, the United States, and 
Canada, on February 28 approved a loan in Italy. 
The funds, equivalent to US$75 million, are being lent 
to the Cassa per il Mezzogiorno, a government agency, 
for industry, agriculture, and electric power develop- 
ment in southern Italy. The Bank has now made five 
loans totaling over $238 million in support of Italy’s 
program to raise the standard of living in the area com- 
prising the Italian mainland south of Rome and the 
islands of Sicily and Sardinia. 

Seven German banks and 14 American banks are 
participating in the loan to the extent of $12,830,200. 
The list of German participants is as follows: Deutsche 
Bank, Frankfurt; Bayerische Hypotheke- und Wechsel- 
bank, Munich; Commerzbank Gruppe, Diisseldorf, 
Hamburg, and Frankfurt; Brinkmann, Wirtz&Co., Ham- 
burg; Berenberg Gossler and Company, Hamburg; 
Norddeutsche Kreditbank, Bremen; and Vereinsbank, 
Hamburg. The American participants in the loan are 
Bank of America National Trust and Savings Associa- 
tion, San Francisco; Bankers Trust Company, New York; 
Belgian American Bank & Trust Co., New York; Brown 
Brothers Harriman & Co., New York; The Canadian 
Bank of Commerce, Toronto; The Chase Manhattan 
Bank, New York; Chemical Corn Exchange Bank, New 
York; Continental Illinois National Bank & Trust Co., 
Chicago; The First National Bank of Boston; The 
First National City Bank of New York; Girard-Corn 
Exchange Bank, Philadelphia; Grace National Bank of 
New York; Irving Trust Company, New York; The 
National Shawmut Bank of Boston; and The Philadel- 


Gold Markets in 1957 


The total volume of Russian gold sales in 1957 is 
estimated in Samuel Montagu and Company's Annual 
Bullion Review at 7,500,000 ounces. The 1956 esti- 
mate was 4,300,000 ounces. It is believed that a little 
less than half of Russia’s total output was sold in the 
world’s markets in 1957. If this estimate is correct, 
Russia’s gold production in 1957 would be much the 
same as South Africa’s 17 million ounces. 

The turnover in the London gold market increased 
by 25 per cent in 1957, with the Bank of England the 
largest single operator. The activities of other central 


phia National Bank. The participants are taking the 
first six maturities of the loan which fall due between 
February 15, 1961 and August 15, 1963. The partici- 
pations are without the guarantee of the IBRD. 

The Cassa per il Mezzogiorno is the government 
agency established in 1950 to administer Italy's pro- 
gram for the development of the South. Originally, the 
program was directed mainly toward raising farm out- 
put, improving transportation, and raising health and 
sanitation standards, for which the Cassa was allotted 
the equivalent of $1.6 billion over a ten-year period. 
The program has since been extended twice: first to 
12 years and now to 15. The funds placed at its dis- 
posal have been doubled to $3.2 billion, and the empha- 
sis has been shifted to industrialization. From the start 
of operations to the end of 1957, the Cassa invested 
and stimulated private investment to an estimated total 
of $1.6 billion, and its activities are already a notable 
factor in the generally improving economy of the South. 
Of the Bank’s loan of $75 million, $29.4 million has 
been allocated to industrial projects on the mainland 
and in Sicily; $29.2 million to electric power projects on 
the mainland and in Sicily; and $16.4 million to irriga- 
tion projects on the mainland. 

The loan is for a term of 20 years and bears interest 
of 5% per cent, including the 1 per cent commission 
which is allocated to the Bank’s Special Reserve. 
Amortization will begin on February 15, 1961. The 
loan is guaranteed by the Republic of Italy. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., March 1, 1958. 


banks are also reported to have increased considerably. 
Central bank business, apart from that of the Bank of 
England, is estimated to have accounted for more than 
half the total turnover. 


In France, gold prices and black market exchange 
rates rose sharply between October and early December. 
However, the adoption of the Government’s anti- 
inflationary measures in December and the granting of 
international credits to France at the end of Janu- 
ary 1958 resulted in a substantial decrease in both gold 
prices and unofficial exchange rates. The price of bar 
gold in Paris was 525,000 francs per kilogram on Febru- 
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ary 28, 1958, against 577,000 francs on November 15, 
1957 (see this News Survey, Vol. X, p. 174); and the 
unofficial quotation for the U.S. dollar decreased from 
487 francs on November 15, 1957 to 449 francs on 
February 28, 1958. 

There are still extensive smuggling activities in gold 
in many countries. India is reported as being the main 
goal of smuggling activities from many sources, the larg- 
est volume of illegal imports coming in through Persian 
Gulf markets, although Hong Kong is also a posssible 
source. Illegal imports of gold bars and coin into France 
in 1957 are estimated at 1% million ounces, which is, 
however, a substantial reduction from the previous year. 
Substantial quantities of gold coins are believed to have 
been imported into West Germany to avoid the 4 per 
cent import tax. It is estimated that, of 37 million 
ounces of new gold sold in the world in 1957, 24 mil- 
lion went into central bank reserves, 4 million were 
used for industrial purposes, and 9 million went, either 
legally or illegally, to hoarders. 

Sources: The Times, London, England, February 20, 
1958; Le Monde, Paris, France, March 1, 
1958. 


Europe 


EPU Settlements for January 1958 


The settlement operations of the European Pay- 
ments Union for January 1958 covered a total of net 
surpluses or deficits of 74.1 million units of account 
(one unit of account=US$1). In December, net sur- 
pluses totaled 129.2 million units of account and net 
deficits 128.1 million units (the difference between 
total surpluses and total deficits representing the differ- 
ence between the amount of interest paid by the Union 
and that paid to the Union); and in November, the total 
of net surpluses or deficits was 115 million units of 
account. 

The net surpluses and deficits of the EPU member 
countries for November and December 1957 and Janu- 
ary 1958 are shown in the accompanying table. Cred- 
itor countries are presented in descending order and 
debtor countries in ascending order of their respective 
cumulative creditor or debtor positions vis-d-vis the 
EPU after completion of operations for January. 

Operations in January continued to be affected by 
transactions that offset part of the speculative operations 
of last summer. In January, despite the absence of 
borrowing by other countries on the German market, 
the Federal Republic of Germany had a surplus of 
only 0.8 million units of account. On the other hand, 
the United Kingdom had a surplus of 29.8 million units 
of account and the Netherlands of 22.4 million units. 

France’s deficit increased in January to 21.3 million 
units. Since France obtained a new rallonge of 400 mil- 
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Net Surpluses (+) or Deficits (-) in EPU 
(In millions of units of account) 


Nov. Dec. 
1957 1957 
Creditor Countries 

Germany, Fed. Rep. _.. 
Belgium-Luxembourg __. 
Netherlands ; +61.5 
Sweden 3 ‘ —11.3 +53 
Austria oo -6.3 -7.0 
Switzerland -29.3 -35.6 


-25.8 
+ 30.8 
+62.6 


-34.6 
+31.8 


Debtor Countries 


Greece ciliata ; +06 40.6 

Iceland i it +0.1 —-0.7 -0.2 
Portugal al -7.8 -7.1 -6.0 
Norway scviahosinettai ia ana —0.7 -6.1 -9.8 
Denmark ; a : +5.8 +22.1 -9.5 
Rely ist Souiisi2 vit 4134 47906 pO 
Turkey eed +1.8 -2.5 -6.0 
United Kingdom __ ‘ 40 -169 +298 
France ; es . “30.1 -176 -21.3 


lion units of account, 25 per cent of the deficit was 

settled by credit; the remaining 75 per cent was settled 

in gold. For the settlement of its January deficit, France 

did not use the special credit of 150 million units of 

account which was granted on January 30 to meet its 

gold payments to EPU arising out of existing settlement 
arrangements. 

Sources: Organization for European Economic Co- 
operation, Press Release, Paris, France, Feb- 
ruary 15, 1958; Neue Ziircher Zeitung, Ziir- 
ich, Switzerland, February 19, 1958. 


Removal of Control on U.K. Imports of Banknotes 


All restrictions on the import into the United King- 
dom of sterling banknotes were removed on Febru- 
ary 28; the amount of sterling banknotes that may be 
exported is still limited to £10. Notes sent for collec- 
tion from overseas will be eligible for credit.to the type 
of sterling account that is appropriate to the country of 
residence of the sender. The Times points out that this 
arrangement provides an immediate link between the 
rate for notes and the official rates (including transfer- 
able) for sterling account. A bank within the Euro- 
pean Payments Union area, for example, sending notes 
to the United Kingdom will now be credited in a trans- 
ferable sterling account, while one in the United States 
will be credited in an American sterling account. The 
immediate movement in the various rates will depend 
on four main factors: the amount of sterling notes held 
overseas; the desire of holders to repatriate notes; the 
size of these note transactions relative to the total turn- 
over in the exchange market; and the extent to which 
the change in policy will be regarded in foreign centers 
as a move from strength. 

No official estimate is available of the amount of 
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notes held abroad, but The Times indicates that it is 
believed in the exchange market that the total may be 
between £20 million and £30 million. One Common- 
wealth central bank is said to have large holdings. The 
main centers in which British notes are exchanged are 
Ziirich, Tangier, Frankfurt, Brussels, and Paris. 


On February 28, as expected, the rate for the pound 
note abroad appreciated in nearly all centers. No 
doubt, this further evidence of currency freedom was 
also a contributory factor in the recovery in the official 
rate against the U.S. dollar. After declining at the close 
of business on February 26 to $2.80 15,4, from its peak 
of $2.81 1%, on February 18, the rate against the 
dollar recovered a full %, cent in the following two 
days, which showed, according to The Times, that the 
undertone of the market was still firm. The transfer- 
able sterling rate and the security sterling rate did not 
share in the deterioration in the official rate. 

Sources: The Times, London, England, February 27 
and 28 and March 1, 1958. 


U.K. Government's Foreign Indebledness 


The Chancellor of the Exchequer has stated that the 
principal outstanding on December 31, 1957 on loans 
to the U.K. Government from the United States and 
Canada was £2,069 million. It is estimated that future 
payments of interest on these loans will amount to 
about £1,150 million. 

On loans involving payment in currencies other than 
sterling, apart from the U.S. and Canadian loans, the 
principal outstanding on December 31, 1957 was £365 
million. The amount of interest involved in future 
payments in respect of these debts is estimated at at 
least £20 million. 

Source: The Times, London, England, February 20, 
1958. 


Wages in France 


According to the law of June 26, 1957, the legal 
minimum wage in France is raised whenever the con- 
sumer price index (July 1957—100) shows a 2 per 
cent increase, provided that this increase is maintained 
for two consecutive months. Since the consumer price 
index increased from 103 in October 1957 to 110 in 
January 1958, the legal minimum wage was raised, in 
accordance with this law, by 4 per cent on January 1, 
1958, and by another 4 per cent on March 1, 1958. 


Source: Le Monde, Paris, France, March 1, 1958. 


Norway's Foreign Exchange Problems 


The Governor of the Bank of Norway, when ad- 
dressing the Bank’s Supervisory Council, stated that 
Norway is now faced with a difficult foreign exchange 
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liquidity problem. The expected pressure on the bal- 
ance of payments may be eased by the use of foreign 
exchange reserves and foreign credits. At the same 
time, monetary and fiscal policies must aim at prevent- 
ing an expansion of credit, which would only increase 
the balance of payments difficulties. However, the 
principal aims of monetary and fiscal policy will con- 
tinue to be the maintenance of the current level of 
activity. Neither Norway nor any other country can be 
in any better position by producing less than is possible 
with the available labor force, raw material supply, and 
capital equipment. 

The fact that economic policy has been based on the 
principle of international division of labor has been 
important for the growth of the Norwegian economy. 
But the present situation shows how vulnerable a coun- 
try with such a structure might be. The level of activ- 
ity in other countries determines the demand for freight 
services and for exports. Therefore, it is of primary 
importance for Norway to aid in the attempts to pre- 
vent the international slowing down in activity from 
developing further. The main danger is that individual 
countries, in trying to protect their domestic activity, 
may take measures which may curtail international 
trade. 

The recession has been much less severe in Western 
Europe than in the United States and Canada. Norway, 
possibly, is the country which, from a balance of pay- 
ments point of view, has been hit the hardest. The 
decline has been most severe for shipping, which is 
more important for Norway than for any other country. 

In Western Europe, the use of monetary and fiscal 
measures is a characteristic of economic policy; this 
may have a deflationary effect if used simultaneously 
by all countries. Economic development has been 
marked by the competitive struggle of all countries to 
increase their foreign exchange reserves; the size of 
these reserves in the worid today is too small to form 
the payments basis for continued growth and for in- 
creased international trade. The fear of falling reserves 
is a dominating factor in drawing up economic policy 
in a number of countries. The organizations for eco- 
nomic cooperation should try to remove this fear by 
formulating a joint expansion program aimed at increas- 
ing international liquidity. A successful solution to 
this problem is not only a condition for making possible 
the existing integration plans; it will also be the test of 
the value of more extended cooperation. 

Source: Bank of Norway, Press Release, Oslo, Nor- 
way, February 17, 1958. 


Finnish Liberalization of Imports 


Finland has decided to expand the list of liberalized 
imports from those non-dollar countries which make 
the OEEC free lists applicable also to imports from 
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Finland and give Finland the right to transfer its 

export earnings. On the basis of imports in 1954, the 

liberalization percentage will increase from 77.6 to 81. 

Source: Hufvudstadsbladet, Helsinki, Finland, March 1, 
1958. 


German Monetary Policy 


The Deutsche Bundesbank, commenting in its latest 
monthly report upon the reduction of its discount rate 
on January 17 from 4 per cent to 3% per cent, states 
that the decision to reduce the rate was influenced by 
cyclical developments and the high rate of savings in 
1957 (DM 5.1 billion compared with DM 2.7 billion 
in 1956). The lower propensity to consume, the more 
moderate investment rate, and the belief that there will 
be no large-scale budgetary deficit in 1958 point to 
considerable change in the economic situation. Another 
factor behind the reduction in the bank rate was the 
reduced demand from export markets. 

With regard to the country’s present foreign exchange 
position, the report predicts that the inflow is likely to 
be considerably smaller in 1958 than in 1957, mainly 
because of a larger capital deficit. This deficit in 1957 
was about DM 4.3 billion, more than twice the 1956 
deficit. The report further stresses that a substantial 
part of the country’s foreign exchange reserves cannot 
be used freely. Of the total of DM 23 billion of gold 
and foreign currencies held by the Bundesbank, nearly 
DM 6.5 billion consists of funds that are tied up or are 
not immediately available. (To these balances must be 
added Germany’s credit aid to France via the EPU.) 
When these funds that are at least temporarily tied 
up are excluded, liquid foreign exchange reserves 
amounted to DM 16.7 billion at the end of Decem- 
ber 1957, or the equivalent value of imports for a 
period just exceeding six months. In contrast to other 
countries, these reserves form West Germany’s total 
foreign assets, and there is practically no other counter- 
part to Germany’s high foreign liabilities, arising from 
the London Debt Agreement and restitution and in- 
demnification commitments. At the end of 1957, lia- 
bilities arising from the London Agreement and the 
Israel Agreement came to DM 11 billion, whereas the 
liabilities arising out of foreigners’ restitution and 
indemnification claims were officially estimated at at 
least DM 10 billion. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, January 1958. 


Polish-East German Trade Agreement 


A long-term trade agreement covering the years 
1958 through 1960 and a protocol on deliveries for 1958 
have been signed by Poland and East Germany. The 
total value of deliveries in either direction is reported 
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to be planned at about 3 billion rubles (US$750 mil- 
lion at the official exchange rate). 


Source: Nachrichten fiir Aussenhandel, Frankfurt am 
Main, Germany, February 11, 1958. 


Increases in Productive Capacity in Turkey 


In submitting the budget for the fiscal year 1958 to 
the Grand National Assembly on February 19, the 
Ministry of Finance of Turkey presented data illustrat- 
ing the progress made by Turkey in the last few years 
in its effort to develop its productive capacity. The 
increase in the number of industrial plants from 6,889 
in 1949 to 28,031 in 1957 resulted in a substantial 
increase in industrial employment. The sectors con- 
tributing to this expansion included both basic heavy 
industries and light consumer goods industries. The 
productive capacity of the iron and steel mills of 
Karabuk, which was 72,000 tons in 1949, will reach 
the goal of 700,000 tons in 1959. In addition, negotia- 
tions have been completed with a German firm to install 
a third blast furnace, which may start operations in two 
or three years. Cement production capacity had risen 
to 1,707,050 metric tons at the end of 1957, from 
395,000 tons in 1949. However, actual production in 
1957 was only 1,262,000 tons. The Minister estimated 
that current output of cement represents a decrease in 
cement imports of roughly $60 million per year. 

Coal production (run-of-the-mine) at Zonguldak 
was 6.3 million tons in 1957, compared with 4.2 mil- 
lion in 1949, and lignite output rose from 1.3 million 
tons in 1949 to 3.6 million tons in 1957. Electric 
power output capacity was 3 billion kwh, four times 
the 1949 figure; this increase followed an investment 
of $357 million, of which $143 million was in foreign 
currency. Copper output increased from 11,000 tons 
in 1949 to 26,000 tons in 1957; chrome ore from 
452,000 tons to 913,000 tons; iron ore from 210,000 
tons to 960,000 tons; and sulphur production from 
3,000 tons to 15,000 tons. The current capacity of oil 
refineries is 305,500 tons (crude oil), compared with 
16,000 tons in 1949, and two additional refineries are 
being planned. 

The output of the cotton textile industry tripled 
between 1949 and 1957, and that of woolen textiles 
doubled; paper production rose from 18,000 tons to 
56,000 tons; and the capacity of the sugar factories 
increased from 118,500 tons to 361,000 tons. Eleven 
new sugar factories have been put into operation since 
1956 and three more will follow shortly, raising the 
capacity to 450,000 tons, which will be adequate to 
permit exports. The output of artificial fertilizer will 
shortly exceed 100,000 tons, against 22,000 tons in 
1949. 

Since 1950, 7,455 miles of roads have been com- 
pleted; railroad traffic has increased sharply; the ton- 
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nage of the merchant marine has tripled; and the vol- 
ume of installations and of traffic on airlines has almost 
tripled. 

In agriculture, the basic equipment has improved 
considerably. The number of tractors increased from 
6,281 in 1949 to 43,355 in 1957; stationary and mobile 
workshops for the repair and maintenance of equip- 
ment rose from 56 to 640; and silo capacity rose from 
411,000 tons to 1,559,000 tons. Irrigation facilities 
were doubled in the eight years. The area of land 
irrigated by dam-stored water in 1957 was 7.5 times 
that in 1949; the area protected against floods was 
4 times greater than in 1949; and the area of drained 
swamps more than doubled. The free land distributed 
since 1950 has totaled 1.5 million hectares, and the 
distribution has been to 300,000 families. The sys- 
tematic cultivation of sugar beet and tea has been intro- 
duced, and current reports on these crops are very 
satisfactory. Agricultural output in 1957 was approxi- 
mately double the average for 1946-50. 


Sources: Le Journal d’Orient, Istanbul, Turkey, Febru- 
ary 20, 1957; Turkish Information Office, 
News from Turkey, New York, N.Y., Febru- 
ary 26, 1958. 


Middle East 


Egypt's Export-Import System 

On February 10 the Egyptian Ministry of Finance 
announced the establishment of a new system for im- 
ports and exports. Until the end of December 1957, 
premiums were paid by the Government on the sale 
of Egyptian cotton against specific currencies, with a 
view to encouraging Egyptian cotton exports and acquir- 
ing the foreign exchange that was most needed. As an 
additional incentive to exports, barter deals were also 
permitted which at the same time ensured that certain 
essential imports would be available for local consump- 
tion. Special accounts were used for these barter deals. 
This system helped in increasing Egypt's exports, but 
it meant that exporters were in a position to grant for- 
eign buyers varying discounts for exports of cotton, 
and there was therefore no uniform price for Egyptian 
cotton in foreign markets. 

The Egyptian Government has now decided to ensure 
uniform treatment to countries importing from or 
exporting to Egypt. This uniformity is to be effected 
by using the Egyptian pound as a means of settlement 
for Egypt’s foreign transactions. The new system is 
summarized as follows: (1) Imports from countries 
with which Egypt has no payments agreements, or from 
countries with which Egypt has payments agreements 
that do not stipulate payment in Egyptian pounds, may 
be paid for in Egyptian pounds into accounts desig- 
nated “export accounts.” Payments for purposes other 
than importing also may be effected through “export 


277 


accounts,” subject to the approval of the Central Ex- 
change Control, to any country that has the right to 
use these accounts. With the approval of the exchange 
authorities in Egypt and in the country concerned, the 
export account system may be used for transactions 
with other countries. (2) Any balances in an export 
account are freely transferable to other export accounts. 
(3) The balances in export accounts may be used for 
payments for imports (other than rice) from Egypt by 
any country with which Egypt has no payments agree- 
ments stipulating payments in Egyptian pounds, or for 
payments of any kind to residents in Egypt. (4) Export 
accounts may be debited in advance with the value of 
exports provided that the bank concerned guarantees 
that, if the amount debited is not used to pay for imports 
within three months from the date of export, the value 
of the exports will be paid for by the regular means of 
payment applicable to the country to which the export 
has been made. The Egyptian bank is required to ob- 
tain the necessary guarantee from a foreign bank, and 
the guarantee must be acceptable to the Central Ex- 
change Control. (5) The new system is not applicable 
to shipping accounts or to Suez Canal transit dues. 


Source: Al Ahram, Cairo, Egypt, February 11, 1958. 


Foreign Investment in Libya 


A new law on the investment of foreign capital in 
Libya, framed with the object of attracting such capital, 
provides that the Libyan Minister of National Economy 
set up an investment committee of six members to sub- 
mit to him recommendations on applications received 
from foreign investors. Approved projects to be 
financed by foreign capital will enjoy certain privileges, 
such as exemption from customs duties and other tax- 
ation. Foreign capital invested in Libya, profits accru- 
ing from such investment, and salaries of foreign staff 
employed by such projects may be transferred freely 
to the country of origin. The Minister of National Econ- 
omy may, however, impose on a foreign investor certain 
conditions, such as an undertaking to employ a certain 
percentage of Libyans, a training program for such 
persons, and an agreement to permit the participation 
of Libyan investors. 

The new law does not apply to oil prospecting, drill- 
ing, or extraction, but it applies to all other projects in 
which foreign capital forms not less than 51 per cent 
of the total. 

Source: The Times, London, England, February 20, 
1958. 


Far East 


Loans to India from United States and Canada 


Loans totaling $225 million have been granted by 
the U.S. Government to aid India in carrying through 
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its Second Five Year Plan, largely by financing pur- 
chases of capital goods. The Development Loan Fund 
(DLF) will extend $75 million, the first loan made by 
the DLF; and the Export-Import Bank of Washington 
will advance $150 million. 

The DLF loan, which may be spent anywhere in 
the world, is for four principal purposes: $25 million 
for jeep, truck, and bus components; $40 million for 
railway steel, to be used principally for freight car and 
coach assemblies; $5 million for equipment to expand 
the cement industry; and $5 million to modernize the 
jute mill industry. The loan is repayable in local cur- 
rency. The interest rate on the railway steel part of 
the loan is 34% per cent over 20 years, and the rate on 
the other parts of the loan is 5% per cent over 15 years. 

The Export-Import Bank loan carries an interest 
rate of 5%) per cent. It.is repayable over «15. years, 
with only interest to be paid during the first five years. 
It will be made available for the purchase in the United 
States of capital goods for projects in the fields of irri- 
gation and reclamation, power development, coal and 
iron ore mining, road transportation, communications, 
and industrial development. 

An agreement for a loan of Can$25 million by Can- 
ada to India to purchase 400,000 tons of Canadian 
wheat was signed in Ottawa on February 20. The 
agreement provides that the Canadian Government will 
advance funds to the Canadian Wheat Board to finance 
wheat purchased by India during the current crop year. 
The loan will be repaid in seven equal annual install- 
ments, commencing March 31, 1961, and will bear 
interest at the rate of 4% per cent, commencing 
March 31, 1959. The loan is part of the Can$35 mil- 
lion which Canada will make available in the form of 
credits to Colombo Plan countries to enable them to 
finance the purchase of Canadian wheat and flour. 
Sources: Information Service of India, IJndiagram, 

Washington, D.C., February 24, 1958; De- 
partment of State, Press Release, Washing- 
ton, D.C., March 4, 1958; The Journal of 
Commerce, New York, N.Y., March 5, 1958. 


Indian Export Policy 


As of February 6, the Government of India has 
abolished the export duty on low-grade manganese ore 
with manganese content of less than 42 per cent. The 
duty on ore with manganese content of 42 per cent and 
above, but not exceeding 44 per cent, has been reduced 
from Rs 20 (US$4.20) per ton to Rs 10 per ton (see 
this News Survey, Vol. IX, p. 92). 

With a view to promoting exports, the Government 
of India has extended and modified the scheme for 
rebates of customs duty paid on imported materials and 
parts used in the manufacture of specified export prod- 
ucts. The scheme includes several varieties of carbon 
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paper, as well as imported soda ash used in the manu- 
facture of glass and glassware and imported materials 
used in the manufacture of tissue paper, playing cards, 
dry batteries, spectacle frames, and sewing machines. 
Moreover, the full rebate of customs duty is now 
authorized, instead of only seven eighths as hitherto. 
The Government has also extended the operation of 
the scheme for the export of articles subject to claim 
of rebate of the excise duty paid on goods used in their 
manufacture (see this News Survey, Vol. X, pp. 164 
and 181). Mosquito nets and sugar candy will become 
eligible for such treatment. 
Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, February 16, 1958. 


Expenditure on Agricultural Expansion in Korea 


Expenditure in 1958 under Korea’s five-year agri- 
cultural expansion program (see this News Survey, 
Vol. X, p. 248) is estimated by the Ministry of Agri- 
culture and Forestry at 104 billion hwan. Of this total, 
34 billion hwan will be spent on fertilizers; 20 billion 
each is to be spent on irrigation projects and on govern- 
ment rice lien loans; 17 billion is earmarked for gov- 
ernment and bank loans; 10 billion will be used to 
purchase farm products; and 3 billion will be set aside 
for government subsidies to farmers. 

Source: The Korean Republic, Seoul, Korea, Janu- 
ary 31, 1958. 


United States and Canada 


U.S. Economy in 1957 


U.S. business activity reached a new high level in 
1957, despite a decline in the last quarter of the year. 
The rise in national income was concentrated largely in 
wages and salaries; the share of corporate profits de- 
clined as earnings fell below those of 1956. 

The slackening in demand in late 1957 extended to 
most sectors of the economy. After a sharp curtailment 
of inventory accumulation in the first three quarters, 
there was some liquidation in the last quarter. A 
decrease in exports after the middle of the year con- 
tributed to the downturn in activity. Federal outlays 
also declined in the second half of the year. Although 
expenditure on plant and equipment in 1957 exceeded 
that in 1956, the increase was due to higher prices; 
real investment did not rise. Personal consumption 
continued to increase in 1957, but the rate of expan- 
sion was slower than in the previous two years. The 
rise in purchases of automobiles and other durable goods 
reflected higher prices. However, consumption of non- 
durable goods and of services rose in both dollar and 
volume terms. An exception to the leveling off or 
decline in most sectors of the economy was the strength- 
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ening in the residential housing market in the latter 
part of the year. 

Manufacturing output at the end of 1957 was 7.5 
per cent below output at the end of 1956. Steel pro- 
duction was less than 60 per cent of capacity at the 
end of December, compared with full utilization at the 
beginning of the year; on the other hand, production 
in some industries, notably among nondurables, held 
at 1956 rates. Freight car loadings at the year-end 
were about 17 per cent less than a year earlier. 

At the end of 1957, there was a prospect of in- 
creased government purchasing. The changed interna- 
tional situation had caused a reappraisal of national 
security requirements; in the closing months of the 
year, new orders for aircraft increased as defense order- 
ing accelerated from the low mid-year rates. The easing 
of money markets may make more funds available to 
stimulate the effective demand for housing. Unemploy- 
ment was still rising at the end of the year, and the 
outlook indicated some reduction in business capital 
outlays from the 1957 level. 

Source: Department of Commerce, Survey of Current 
Business, Washington, D.C., February 1958. 


U.S. Consumer Prices 


The index of consumer prices in the United States 
rose to a new high of 122.3 (1947-49100) in Janu- 
ary, compared with 121.6 in the preceding month and 
118.2 in January 1957. The increase was attributed 
mainly to a rise in food rices; such prices were 1.8 per 
cent higher than in December, owing to reductions in 
supply which accompanied bad weather conditions in 
the eastern part of the country. However, the cost of 
almost all other components of the consumer price 
index also rose slightly in January. 

As a result of this increase in the cost of living, 
about 1.4 million workers will receive pay raises. These 
include about 1 million automobile industry workers 
who will receive an increase of 3 cents per hour after 
March. 


Sources: The Wall Street Journal and The Journal of 


Commerce, New York, N.Y., February 26, 
1958. 


U.S. Decision on Watch Imports 


The Office of Defense Mobilization (ODM) has 
ruled that imports of watches and clocks do not consti- 
tute a threat to U.S. security, and that the horological 
industry is not essential to the supply of items critically 
needed in times of national emergency. Precision skills 
and plant capabilities that used to be concentrated 
largely in that industry may now be found in many 
industries, with a consequent enlargement of the base 
in precision production. 

The ruling on watch imports reverses one in 1954 to 
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the effect that the domestic industry was essential to 

national security. It is expected that domestic pro- 

ducers will now petition Congress directly for higher 

tariffs and/or import quotas. 

Sources: The Journal of Commerce and The Wall 
Street Journal, New York, N.Y., March 3, 
1958. 


Production, Employment, and Profits in Canada 


Industrial production in Canada in 1957 averaged 
284 per cent of the 1935-39 average, about the same 
as in 1956; production was rising during most of 1956 
and falling after February 1957. The decline from 
December 1956 to December 1957 amounted to 6.7 
per cent. Most of this decrease was in production of 
durable goods; which dropped by’+3 per cent; output 
of nondurable manufactures receded by 5.5 per cent; 
and mining production fell by 2 per cent. Among the 
sharpest declines were those of textile products (21 
per cent) and iron and steel (19 per cent). 

Industrial employment in December 1957 was 2.5 
per cent below the level of December 1956, and the 
decrease from November to December was greater than 
usual between those two months. All of the decline from 
December 1956 to December 1957 occurred in male 
employment; the number of women workers rose 
slightly. Unemployment, after allowance for seasonal 
changes, increased from 188,000 in December 1956 to 
389,000 in December 1957, but declined somewhat to 
around 350,000 in January 1958. 

Corporation profits before taxes in the third quarter 
of 1957 were 10 per cent less than in the third quarter 
of 1956; the total for the first nine months of 1957 was 
6 per cent below that for the corresponding period a 
year earlier. The third quarter decline amounted to 7 
per cent for the manufacturing sector and 12 per cent 
for nonmanufacturing. The most sizable decreases 
were’ im paper products, wood products, nonferrous 
metals, mining, quarrying, and oil wells. Profits of 
retail trade increased. 

Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, February 17, 1958; The 
Globe and Mail, Toronto, Canada, Febru- 
ary 25, 1958. 


Latin America 


Economic Developments in Guatemala 


Guatemala’s coffee exports decreased from 1.3 mil- 
lion bags in 1956 to 1 million in 1957, as a result of 
the agreement made by six Latin American countries 
to hold back 20 per cent of coffee exports in an effort 
to maintain sagging world coffee prices. However, 
increased sales of bananas and cotton, as well as 
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expanding oil exploration activities, helped to maintain 
Guatemala’s dollar reserves. Guatemala also had a 
good tourist year, when an estimated $6 million in 
foreign exchange was received through tourist trade. 
The drop in world coffee prices and the voluntary 
curtailment of coffee exports caused a reduction in 
government revenues. However, a high level of eco- 
nomic activity was maintained as a result of large 
public and private investment programs first initiated 
in 1954, and new factories and enterprises were estab- 
lished. Construction has begun on the first 150 houses 
of a total of 1,000 to be built under a $2.3 million 
cooperative housing program sponsored jointly by the 
U.S. International Cooperation Administration and the 
Guatemalan Government. Forty oil companies have 
completed field investigations and exploration, and 
about half of them have obtained concession contracts 
to drill for oil. The Goodyear Rubber Company has 
initiated a planting and cultivating program of the 
finest kind of “hevea” rubber, with a modern plant to 
process the latex. 
Source: Guatemalan Information Service, Guatemala 
Record, New York, N.Y. 


Honduran Economic Conditions 


Estimates by the Central Bank of Honduras place 
Honduran exports in 1957 at $71 million and imports 


at $65 million. Government revenues in 1957 were 
markedly greater than in 1956, although spending was 
also greater. The volume of wholesale and retail trade 
remained steady in the second half of 1957, with col- 
lections very slow. The Central Bank acted in Octo- 
ber 1957 to improve the credit situation by lowering 
reserve requirements on time deposits and permitting 
cash on hand to be included as part of the reserve 
required on sight deposits. There was little change in 
the volume of money in circulation or in the retail price 
index. Several new industrial projects were initiated. 
Construction continued on a North Coast cement plant, 
work on the expansion of a sugar refinery progressed, 
and a new cotton gin went into production. Total elec- 
tric power production increased by 10-15 per cent over 
1956, and new lower rates for residential and industrial 
use became effective. 
Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 17, 1958. 


Other Countries 


Australian Loan in London 


On February 24, the Australian Commonwealth 
Government issued in London £16 million 6 per cent 
bonds, at 9942, maturing in 1974-76. Holders of the 
£20 million Commonwealth of Australia 3 per cent 
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bonds 1955-58 were offered conversion into the new 
bonds to the extent of £16 million, the balance to be 
paid on April 15 from sinking funds. Conversion hold- 
ers will receive on April 15 a cash payment of 10s. per 
cent representing the discount in the issue price of the 
new stock. In the event that conversion acceptances 
did not reach £16 million, cash applications were to be 
accepted to the amount required to make up the total. 
Source: The Financial Times, London, England, Feb- 
ruary 20, 1958. 


South African Gold and Uranium Production 


Gold production in the Union of South Africa in 
1957 attained new high levels for both output and value. 
Total gold output rose from 15.89 million fine ounces 
(valued at £198.45 million) in 1956 to 17.03 million 
fine ounces (valued at £212.59 million) in 1957. The 
Orange Free State mines contributed 3.77 million fine 
ounces to the total output, compared with 3.17 million 
fine ounces in 1956; output of the Witwatersrand gold 
mines rose to 12.77 million fine ounces, from 12.21 
million fine ounces in 1956; and output of miscel- 
laneous producers fell to 0.49 million fine ounces, from 
0.52 million fine ounces in 1956. 

South African customs data indicate that uranium 
exports rose from £38.70 million in 1956 to £49.86 
million in 1957. 


Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
February 1958. 


Fund Transactions 


The record published in /nternational Financial Sta- 
tistics, March 1958, shows that, under stand-by ar- 
rangements that had been made earlier with the Fund, 
Chile purchased $6.2 million from the Fund in Decem- 
ber 1957, Colombia $5 million, and Honduras $3.75 
million. During the same month, Colombia repurchased 
pesos equivalent to $5 million. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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